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E.O. 11652: N/A 

TAGS: ECON, PFOR, CE, LY 

SUB J : CONFUSION OVER AMOUNT OF ADVANCE PAYMENT UNDER SRI 
LANKA-LIBYA ECONOMIC COOPERATION AGREEMENT 

REF: (A) COLOMBO 1014 (NOTAL); (B) COLOMBO 1036 (NOT AL) 

1 . ALTHOUGH PRESS REPORTS INITIALLY STATED THAT ADVANCE 
PAYMENT FOR LIBYAN TEA PURCHASES OVER NEXT FOUR YEARS WOULD 
AMOUNT OF $105 MILLION (REFTEL A), MARCH 23 DAILY NEWS STATED 
ADVANCE WILL ONLY BE $15 MILLION, PLUS ADDITIONAL $5 MILLION 
FOR LIBYAN CONTRIBUTION TO FISHERIES AND LIVESTOCK PROJECTS. 

2. FOLLOWING ORIGINAL PRESS REPORTS, EMBOFF DISCUSSED AGREE- 
MENT WITH OFFICIAL OF MINISTRY OF DEFENCE AND FOREIGN AFFAIRS 
WHO SAID VALUE OF TOTAL TRADE UNDER AGREEMENT COULD REACH $120 
MILLION BUT WAS UNABLE TO CONFIRM AMOUNT OF ADVANCE PAYMENT. 
ON MARCH 23, FINANCE MINISTRY SECRETARY LAL JAYAWARDENA, WHO 
PARTICIPATED IN NEGOTIATIONS WITH LIBYANS. TOLD EMBOFF THAT 
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ADVANCE WAS ACTUALLY $15 MILLION WHICH WOULD BE DEPOSITED IN 
CENTRAL BANK BEFORE NEXT TEA AUCTION ON MARCH 29. 

3. COMMENT. WHILE $15 MILLION WILL ADD ABOUT 10 PER CENT TO 
SRI LANKA'S GROSS EXTENAL ASSETS. WHICH WILL BE HELPFUL IN 
FINANCING INCREASED IMPORTS OF CONSUMER GOODS, SCALE OF LIBYAN 
ASSISTANCE APPARENTLY NOT AS GREAT AS ORIGINALLY THOUGHT. AT 
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CURRENT EXPORT PRICES, $15 MILLION REPRESENTS ABOUT 5,000 METRIC 
TONS OF TEA OR HALF AMOUNT OF TEA LIBYA HAS AGREED TO BUY EACH 
YEAR FOR NEXT FOUR YEARS. IT THUS APPEARS THAT FINANCE MINISTER 
HAS NOT MORTGAGED FOUR YEARS' WORTH OF SRI LANKA'S TEA EXPORTS 
TO LIBYA TO FINANCE RE-ELECTION PROGRAM. 

4. ACTION REQUESTED: EMBASSY WOULD APPRECIATE ANY COMMENTS 
ON AGREEMENT, PARTICULARLY WITH REGARD TO ADVANCE PAYMENT, 

TRIPOLI WOULD CARE TO PROVIDE. 

REED 
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